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-V- C ( 50 ) 348 

■ •' ’POSITION OF NORWAY 

WITH REGARD TO,, THE 60$ STAGE OF THE LIBERALISATION OF TRADE 
REPORT BY THE 'SPECIAL RESTRICTED COMMITTEE 

■ I. GENERAL 


NOTIFICATION BY NORWAY 

1» On 27th October 1950,, the Norwegian Delegation informed 

the Secretariat that Norway was invoking Article 3(a) of the 
Code of the Liberalisation of Trade to justify her inability to 
free 60$ of imports on . private account in the sector of manu- 
factured products. 

ESTABLISHMENT OF THE RESTRICTED COMMITTEE 

2. In accordance with Article 18 of the Code of the Liberali- 

sation of Trade .and the Council Decision of 18th August 1950 
/C ( 50 ) 247 (Final the Secrotary-General immediately set up a 
Special Restricted Committee to examine the Norwegian Memorandum 
containing the liberalisation measures referred to in Article 2 (a ) 
of the Code. 

After lots had been drawn, the Committee was constituted 
as follows : 
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Mr. CHRISTIDIS ..... f Greece ) 

Mr... -•FLEMING. '. ..... ..'."('United Kingdom) 

Mr. FRTIS ' (Denmark) ~ - 

Mr . GOETZ ■■ (Germany)' 

Mr. KLOSS (Austria) 

3, In accordance with Article ■ 7 of the Council Decision 
/C ( 50 ) 247 (Pinal )J , the Committee elected Mr. CHRISTIDIS as its 
Chairman. A United States representative attended the Committee's 
meetings but did not take part in tho discussions leading to 
its conclusions. Finally, the Dologato for Norway was requested 
to answjer questions and to give the Committee 'some additional 
information. 


II. THE COMMITTEE'S FINDINGS 


4. Having examined all the available facts.* together' with the 
additional information supplied by the Norwegian Delegation, the ■ : - 
Committee took note of the following main points, before ' making 
its conclusions": 

5. ' : Whereas shipping was included in total imports in Norway's:-* 

official trade returns, it was not taken into account in the 
Norwegian memorandum in calculating the liberalisation percentages 
in the sector of manufactured products. The Committee' considered 
that, since Annex B of the Code’ laid down that liberalisation 
percentages should be based on the official trade returns .of Member 
countries for the year 1943, it could not admit any departure from 
this principle. Such a departure would create an undesirable 
precedent. Furthermore, imports of shipping had already been 
taken Into account in the calculations on which Norway's quote, in 
E.P.U. had been based. The liberalisation percentages accepted 

by the Committee were therefore as follows 

Total 44.7 % 

Agricultural products ..... 67.5^ 

Raw materials 83.6 % 

Manufactured products .... 29.4$ 


6. However, the question of the inclusion of shipping was borne 
in mind by the Committee when it examined the reasons which had 
prevented Norway from reaching the required percentage in the 
category of manufactured products. Since imports of shipping during 
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the reference year 1948 amounted to 40$ of Imports of manufactured 
products, Norway would have been' obliged, if it could not contem- 
plate the liberalisation of any category of shipping whatever, 
to free nearly all manufactured products other than shipping in 
.order to reach, the liberalisation percentage fired by the Council. 


BALA NCE OF P AYMENTS ' . 

. » . - , 

7. "In examining the. balance of payments difficulties which 
might result _ from any extension of Norway * s ll.boraiiso.tion 
measures, the Committee considered firstly Norway to balance of 
payments vis-A-vis the monetary area of O.E.E.a. Member coun- 
tries, and secondly , tho possible effects on hop dollar reserve; 
of any gold or dollar payments she might be obliged to make in 
settlement of deficits incurred inside E.P.TJ. 

8. Tho following figures supplied by the Agent, illustrate 
the evolution of Norway r s balance of payments vis-a-vis tho 
monetary area of Member countries. 



Period 


Net dofjj 

4 th 

quarter 

1948 

62 

1st 

M 

1949 

23.8 

2nd 

It 

1949 

21.8 

3rd 

It 

1949 

24.6 

4 th 

II 

1949 

38 . 1 

1st 

It 

1950 

35. 8 

2nd 

II 

1950 

31.1 

3rd 

II 

1950 

11.2 


(# million) 


October 
I n c ons i d e r i ng 


1950 ( pr ovi si onal )20 . 1 
these figures, account should be taken of 


the devaluation of the Norwegian kroner in September 1949 "which 
had the effect of increasing the value of the dollar in" relation 
to the kroner by 4 2$. Tne figures show that., af tor a substantial 
deficit in tho fourth quarter of 1949, .the position improved 
steadily until October this year. Both the third quarter and 
tn€; October deficit itself must bo regarded as o xc opt! onal 
since part of the imports which wore to have boon effected during 
tho third quarter were postponed, tho licences for the goods} 
concerned being suspended until suqh time as tho quota and initial 
position allocated to Norway in-E.P.N. were known. Tho granting 
o.l tn o s o licences led to an appreciable increase in payments in 
foreign currencies which is ref .Looted in the figures of the 
October deficit. Furthermore, sales of old ships wore particularly 
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•large during tho third qu^ter> amounting to approximately 5r>- 
•miliion dollars, whearaS- during the- whole of the first -.eight" 
mqnths of 1950, they amounted to only 10 million dollars. 

'9, ■■ Tho balance, of payments estimates for 1950-51 as communicated 
to the Organisation in December 1949 showed a probable deficit 
of 75.7 million dollars. Norway *s new estimates, based on the-. ' 
assumption that- tho level of liberalisation of manufactured 
products will- be maintained at 29? 0 foresee a deficit of 115.2 ; 
million dollars. This' increase in the ox'-octed deficit, is due 
in particular, to : ; - ; 

(a) a change in the terms of trade, 

(b) the amorti.za.tion of debts to s omo Member countries 

which may have to bo Completed in a shorter period 
than originally expected* r 

(c) the putting into force of a new system of allocation 
of foreign currency for tourists, 

(d) tho switch to 0.E.E.C, countries, after direct aid 
had been reduced, of certain p\.irchascs previously 
made in the dollar area. 

On the other hand, the Norwegian Delegation believes that increased 
receipts from freight charges, together with certain special 
credits, might make it possible to cover part of the deficit 
caused by factors listed above. 


10. The expenditure required for stockpiling raw materials and 
for implementing the defence programme has not been included in 
these figures; in any case, it is not known whether or not it 
will r be _ covered by other resources. Nevertheless, four months 
have already elapsed since the beginning of the period covered 
by the. estimates,- and during this "period the. deficit amounted 
to only 51, -3 million dollars. This fact, among 'other considera- 
tions, .has led tho Committee to. doubt whether the anticipated 
deficit will in fact bo reached. 


11, Even if the deficit were reached, it seems unlikely that 
Norway *s position in E.P.U., taking into account her initial 
position and quota, would bo such as to oblige her to make a gold 
payment greater than about' 3 million dollars at the end of the . 
peribd 1950-51; this is shown by the following figures * 
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Ect.ima.tod correlative deficit to. Juno 
1951 . , 

Initial position 1 

)% of quota (200) 


Doiicib to bo financed .from the second 
. "tnancho 11 . < ' 

of which 20#'. payable in gold, io. ' 


(§) million) 

- 115 
. + 60 . 

+ 40 


15 


12.: ' Norway » s ability to meet this' loss (or any additional 

f td *”*>“'* liboralisatioi.) doeLds on 

rSrni??? dol ^ r 1 r )alanco ror ‘ 1950-51 .and her reserves. The 
C ^urr..i ttoo under s bands that Norway is planning to achieve an 

ln , lwv dollar accounts in 1950-51 on the 
at uid at the rate of 40 million dollars, taking account 

relarntion V ?n m t^ ti0 t°^ 1000 of e ° ld to tho E.P.U. and that no 
-S n S b stridency of dollar imports restrictions is 

contemplated. There will thus be little if any scone for 

financing ^ n y do11 " 1 ’ losses due to further liberalisation' save * ’ 
**<* dac reserves. Those gross reserves, though recently* 

Soy • -AoSit c d°t c V ^ la -ff ; Including gold (backing of bank notes ) 
f --mountud to do.o millions of dollars at tho end of October. 

tko ab °vo estimates, allowance has boon made for tho 
fact , hat during the period 1951-52 there will be a deficit of about 

sldcrini 0 ttii 0 ucS?"4hi^ h s Ch - NOrWa L haS b ° take ac count -when con- ' 
A ' rln t> pho neimic.iblo dram on the reserves in 1950-55. Never- 

dnothokiif ii? b ° k? 3lble the latter by kLwh - 

anouaoi mi bid position or further credits-. 

OF NEW LIEERALX 5 AII0N MEA SURES - . 

trade 1"°W? thkb’k' p 0t H d v hnt a s " b ?taniaal Proportion of Norway's 
to 6lP' J ykkkkd - Hon *" r countries. . In 1948, this amounted 
of igfoi total tr '"' ao ' and »<> 67. 855 during tho first six. months 

lb. Tho Committee considered what ofiact tho freeiri-/ of shinnln. 
would have on Norway's position. It noted tho following points ? 8 
tho Norwegian Delegation indicated that applicatkX Steady 
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do]laia- d thi" n t! a °- no i t i° f &bj 'P? counted to about 70 million 
. iio mauo no allowance for any additional applications 

as a result of liberalisation.. If, however. 


iction, payments for these 


wl].ich might' be made 
as is usual in this kind of trans 

tho'tot-rs/oSr 0 ? °y ° vur f « tvcn p«-ioa, about ^ o? 

" ' araount °f o u 5 dG T s ? la ? ed would have an immediate effect 
puyi l iv,nts in 1950-51. Moreover, the increased 


on 


freight; 
increase 

owners would bo 


the balance of 

'in^oc^int^ln fv“° il ? ports woudd load to a progressive 
in recviptu in tno coming years. On the other hand, ship- 

arid the effect riii L t a v t0 A tT7 and ra5 - c capital abroad, 

currency "reserves pipuip! ?? immediate ly felt on the country's 

?Lf 1 iP 1 : lne h°™ ®n~JX> would have to bo sloseS doth it kerned 
hh :f° *«*plcte liberalisation of UdB category of iojds mirht 

carita^roquipod J fnp 1 tbt tin " JoneMwaMy aracunti of investment 
hhomir aeoth- n the country's industrial rc-oquipment in other 

bo “,”smo cnvisfrhhpthothi^Th 40 ? fclt th ^ « might 
contain typos of shfs ohyl liberalisation confined to 

1G. 


Th 0 G omm 1 1 1 c o also c on 3 i d o rod t h o 


T'ornl f- r-nor* +••>•„ m — P.: wiu r opcrcus s i ons which mi vht 

ohl" iVv pio ducisin «* manufactur -d products otho? tlLan 

grouns 7j - P St s ° at . 0 S.oiT may bo divided into two 

g " " S ’ 4#w '- cd - (mcchmory) or consumer goods (textiles). 

the considerable difficulty in estimating 

items in r t^"o ^■'■ lznc ‘r ct - Payment a of liberalising 

those hfocis l?ht l; voh coSsMSfbH °°phi . Ho gyh? estimates 

•if 0 lf'°?lv m r t0< i tha ? ’ thc iiberalisation’ of imports "of textile - 5 
Jatioriuhhiilhh probably would, the abolition of clothes’ 

(i.o. “**»»<*> import of 800 million' kroner 

ostin-td tot fh-' tu -I id L1 1 . P or Phaam* Again, it has been 

W other Sc arrUn'avianc ouri tries °S d 010 °rai o’ f into Iforwa y 

■milli.n kroner (l.e. about IfShS •£,«*•?. 03 100 

10 Committee has tried to obtain some idea of the Possible 
of earlier SSI SffeCt 

h° pyl^t-hnth ifSo n t£ G vhSf„y sht 

h o i , lytecapants of goods already liberalised rose bv some 
V. Oder tas io nod the price level of all B.rwegian imports 


18 . Th 

effect 


50> 
r c 


: e by 
liberal!, 


also 


3 erne 
;od . 


foodstuff: 


lOJ/o • 
'ods 


- . - - — — ~ ^..rwogian 

/„?. , ba3 t 3 oho increase in, real imports of 
,J[ 1 r i ^ l .^ C ^ x } 'merely manufactured goods but 

...no raw materials) from participants may have risen 
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by acme 40$ in volume. There would, of c our so,, no doubt have 
boon setae increase in these imports even in the absence of liberal 
is at ion* • On the other hand, when applying such a percentage to 
the calculation of the possible effects of future liberalisation, 
it must be borne in mind that countries as a rule tend to -liber- 
alise first those products in which the effects of liberalisation 
will bo least marked, 

19. The effects of liberalising imports into Norway cither of 
investment goods or of 'consumer goods arc undoubtedly accentuated 
by the existence of a considerable amount of unsatisfied demand 
in both sectors. Though the inflationary pressure is probably 
less marked at the present time than in earlier years,, the 
persistence of rationing and supply shortages in the consumer 
goods sector, and of unsatisfied demands for import licences in 
the investment goods sector, provide evidence of such pressure, 

Tho existence of a volume of moans of payment substantially in 
excess of tho pre-war horn in relation to the national income, 

and the maintenance of a cheap money policy undoubtedly contribute 
to this inflationary pressure, but tho primary cause is to be 
found in the exceptionally high level of investment expenditure 
entailed in the Norwegian reconstruction programme. The level ' 
of net investment in Norway (25$ of tho national income in 1949) 
is one of the highest in Europe, This exceptionally high 
investment programme which is carefully planned so as to make 
the maximum contribution to viability by expending production 
capacity in the export trade cannot be radically reduced without 
impairing to some extent Norway *s prospects of balancing her 
external accounts by tho end of the E.R.K. period. Moreover, it 
is clear that Norway, while exercising some control o or consump- 
by means of rationing and high, taxation, and over investment by 
means of control of building licences and selective credit 
control, depends to a considerable extent, on import licensing as 
a means of keeping within bounds both investment and consumption 
expenditure , Her reliance on this instrument is favoured by the 
fact that so largo a proportion of her supplies of manufactured 
goods, both fox' 1 consumption and for investment, are obtained from 
abroad. . . 

20, Nevertheless, if Norway is ever to make progress towards 
the ultimate goal of full liberalisation, she must find ways of 
restricting the level either of consumption or of investment 
expenditure by means which do not involve tho restriction of 
imports. Prom inf ormatidn given to the Committee it would 
appear that Norway is already making considerable stops in this 
direction by reducing the governmental sector of the investment , 
programme, by increasing taxation, and by curtailing certain 
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t; pos of credit. This contraction has been forced upon her by 
tho prospect of dwindling external financial assistance. It 
scorns to tho .Committee that. In the interest of liberalisation, 
the Norwegian Government should intensify 'its efforts In’ this 
direction. 


21. So 
primary r 


far as the Committee is in a position to judge, the 
significance of Norway *s import restrictions would seem 
to lie In the control which the Norwegian Government is thereby > 
enabled to exorcise over tho volume and composition of consumption 
and investment demand, rather 'than in any protectionist effects; 
though in certain s oc tors, c.p, textiles, such effects may have 
some importance. 


22, The Committee was inclined to think that tho effects of 
a partial liberalisation in the field of ships and machinery 
might be less adverse than tho effects of a comparable liberalise- 
tiori in the field of consumption in so far as 


(a) tho supply situation might reduce tho probability that 
liberalisation results in a very largo expansion of 
imports', and 

(b) in so far as such an expansion of imports were to give ' 

rise to balance of payments difficulties, which necessi- 
tated thoir subsequently being suspended, the worst 
that could have happened would, bo a temporary distortion 
of tho investment: programme, rather than an unocossary 
curtailment of it,' ‘ 


CONCLUSIONS 


The Committee was of the opinion that, in view of the current 
balance of payments outlook, Norway was justified, in claiming 
inability to attain a level of 60$ liberalisation in manufactured 
goods . On tho other hand, the present level ' of liberalisation' in 
this category, namely, 29,4$ seamed to the Committee to he -unjus- 
tifiably low. While it was impossible to bo sure that .an extension 
of liberalisation in this category would not involve Norway un- 
balance of payments difficulties at some later date the Committee' 
considered that it was the duty of all governments to take- reason- 
able risks in the interest of liberalisation. They believed that 
Norway : could reasonably bo expected to advance its percentage of 
liberalisation in tho manuf acturod goods sector forthwith to the 


level of 
overall 


40$, an 
nerccnta 


advance of approximately 10$, thus 
'c of liberalisation from 44.7$ to 


raising 

52$. 


Its 
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On tlio basis of the result of previous liberalisation in 
Norway, it seemed to them possible for the Norwegian Government so 
to select the sectors to be liberalised as to involve an increase 
in imports from participants of loss than 15 million dollars which, 
if financed out of the second tranche of E. P. II. credits, would 
entail a possible gold and dollar cost of loss than 3 million 
dollars# The Committee wished to add that it hs,d arrived at this 
view in the light of the current situation only and that it in 
no way prejudices any view that may bo taken of Norway's position 
in respect of the 75$ stage of liberalisation. 


Paris, 14th November, 1950.. 


Mr. FLEMING 
Mr. GOETZ 


Mr. CHRIS TIDIS 

Mr. FRTIS 
Mr. KL0S3 
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